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As Signotories ond members of the Poseidon Principles drofting group, we are

proud fo announce our commitment to improving the role of moritime finonce in
addressing global environmental issues. The Poseidon Principles are o framework
for gssessing ond disclosing the climate alignment of ship finonce portfolios. They
create o global bassline Yo support ond work towards the greater goals for our society
and the goot fo align our portfolios fo be envirpnmentolly responsible.

We know these steps arg importont for us o lead industry-wide changs. As such,
the Principles were developed in recognition of our role as finonciol institutions in
promoting responsible environmental stewordship throughout the maoritime volue
chain.

The Principles ore consistent with the policies and ambitions of the International
Maritime Organization ("IM07], including its ombition for greenhouse gos ("GHG"]
emissions 1o peak 0s soon 03 possible ond to reduce shipping's fotol gnnuol GHE
emissions by gt least 50% by 2050 compaored 1o 2008,

The Possidon Principles are applicable fo lenders, relevont lessors, and finoncial
guarantors including export oredit agencies. They apply globally, 1o oll credit
products secured by vessel mortgoges or finance Isases sscured by title over vessel
and where g vessal or vessels foll under the purview of the IMO,

Currently, cimate clignment is the only factor considered by the Poseidon Principles,
However, we recognize thot they are intended 1o evolve over time and agree to
contribute 1o o review process to ensure thot the Poseidon Principles are procticol
and sffective, ond that further adverss impacts are identified for inclusion in dus
course. While the Poseidon Principles estoblish o globol boseling, we recognize

that seme Signotories may wish 1o go beyond this individuolly, ond nothing in the
Poseiden Principles prevents thot,

The Poseidon Principles are ground-breoking in both the spheres of shipping ond
sustainable finance. They will not only serve our institutions to improve decision-
making ot o strotegic level but will also shaps o better future for the shipping
industry and our society.

As Signotories, we commit fo implementing the Poseidon Principles in our internagl
policias, procedures, ond standords, ond to work in porfnership with our clients
and partners on an ongoing basis 1o implameant the Possidon Principles.

We believe now is the time to Toke this initiotive, ond we invite you 1o join us,

June 20198

& Sk z\f/ 2R

Michoel Parker Pout Tayler Kristin Holth
Global Industry Heod, Globol Heod of Shipping § Offshore,  Exeocutive Vice President,
Shipping & Logistics, Cifl Societe Generole Corporote Global Head of Qoean Indusiries, ONB

& investment Bonking
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The maoritime sector hos provided efficient economic services that hove plaved o
key role in enobling the growth of global frade ond globol economic development.
Howsvaer, this has not been without soms adverse conseguences unigue 1o the
rmoritime sector, The continued success of the marifime sector is intrinsicolly linked
to the well-being and prosperity of the socisty wa serve. Therefore, ol industry
participonts must play o role in oddressing adverse impocts.

As Ainoncigl institutions, we recognize thot our role in the industry offords us
opportunities to promote responsible environmental stewordship throughout the
rmoritime value choin, Thus, we hove established the Poseidon Principles, which
serve a5 o framework for creating common, globol boselines thot are consistent with
and supportive of society's goals. This will enoble us fo befter olign our portfolios
with responsible environmental impaocts,

The Poseidon Principles are consistant with the policies ond ambitions of the IM0,
including its ombition for GHG emissions 16 peak s scon s possible and 1o reduce
the totol annual GHG amissions by ot isast 50% by 2050 comparad to 2008. They
are also intended to support other initiotives, such os the Principies for Responsible
Bonking, Corbon Disclosure Project ["COP7), Energy Transitions Commission, Task
Force on Climate-Related Finonciol Disclosures {"TCFD”], and the maony others thot
arg developing 1o oddress adverse foctors.

As Signotorigs, we commit to implementing the Possidon Principles in our infernal
policies, procedures, ond standards. We will work in portnership with our clients and
pariners on an ongoing basis to implement the Poseidon Principles. We welcome the
estoblishment of global baselines through the Poseidon Principles ond recognize
that some Signotories may choose 1o go beyond them. This offers significant
benefits to us os Signotories, to the global maoritims industry, ond fo societyos o
whole.

We recognize that the Poseidon Principles ore infended o evolve over time ond
agree to contribute Yo a review process when we us Signotories decids to undertake
it. This process will ensure thot the Posseidon Principles are practical and effective,
are linked to ond support the IMO’s GHG measures developed through 2023, and thot
further adverse impocts ore identified for inclusion.
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The Poseidon Principles are opplicable 1o lenders, relevont lessors, and fingncial
guarartors including export cradit agencies. The Poseidon Principles must be applied
by Signatories in all Business Activities thot are 1] credit products-including biloteral
loans, syndicoted loans, olub deols, and guorantess-secured by vessal mortgages
or finance leasaes secured by title over vessel and 2} where o vessel or vessels fall
under the purview of the IMO [ie., vessels 5,000 gross tonnage and above engaged
in international trode) ! The scope of finonciol products will be reviewsd ond may be
expanded by Signotorias on o Himeline that is of their discretion.

Climote glignment is currently the only environmentol foctor considered by the
Poseiden Principles. This scope will be reviewsd ond may be expanded by Signotories
on o timsline that is of their discretion,

See Appendix 1
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We will annually assess climate alignment in
line with the Technical Guidance for all Business
Activities.

Dur commitment:

Signatories will, on on annuol bosis, measure the corbon
intensity and ossess climate alignment {carbon intensity
relative to established decorbonization trojectories) of their
shipping portfolios. This requirement tokes effect for sach
Signatory in the following colendor yeor after the colendor
year in which it became a Signatory.
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We recognize the important role that classification
societies and other IMO- Recognized Organizations
(“RO")? play in providing unbiased information

to the industry and the mandatory regulation
established by the IMO for the data collection
and reporting of fuel oil consumption from ships,
[the “IMO DCS"). We will rely on such entities and
mandatory regulations as explicitly identified in the
Technical Guidance for the provision of information
used to assess and report on climate alignment.

Jur commitment:

Far each step in the assessment of climate alignment,
Signotories will rely exclusively on the dota types, doto
sources, and service providers identified in the Technical
Guidance.

2 An RO s an autharized organization that performs Statutory requirsments on behalf of the
flag state of ¢ vessel. While normally o Classification Society, in the cass of the IMO DES, independent
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv verifiers have been authorized by some flog states.

B
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We will require that ongoing compliance with

the Poseidon Principles is made contractual in
our new Business Activities using standardized
covenant clauses. We will contribute to the update
and addition of standardized clauses throughthe
annual review process.

Jur commitment:

Signotories will agree to work with clients and portners fo
covengnt the provision of necessary informotion fo coloulote
corbon intensity and climate alignment.

5
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We will publicly acknowledge that we are g
Signatory of the Poseidon Principles and we

will publish the results of the porifolio climate
alignment score of our Business Activities on an
annual basis in line with the Technical Guidance.

Our commitment:

1. Upon becoming o Signatory. the Signotory will
publicly acknowledge thot it is o Signotory of the
Paseidon Principles.

2. Onononnuol basis, each Signatory will report
the overall climote alignment of its shipping
portfolio ond supporting information, s perthe
Accountobility requirements, 1o the Secretariol no
later than 30 November. This requirement tokes
effect for each Signotory in the colendor yeor after
the calendar yeor in which it become o Signutory.

3. Onongnnuol bosis, sach Signatoery will publish the
overall climate olignment of its shipping portfolio
in relevant institutionaol reports on g timeling thot
is appropriote for thot Signotory. This requirement
tokes effect for ench Signotory in the calendaor
yeor after the colendor yeor in which it became g
Signatory.
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The purpose of the Technicol Guidoncs is 1o clearly state the requirements and
expsctations for sach Principle: Assessmant, Accountability, Enforcement, ond
Tronsparency.,

The Peseidon Principles are o fromework for assessing the climate alignment of ship
fAnance porffolios. They ore supported by o robust ond industry-appropriofe climaots
alignment methodology ond carefully-considered gecountability and enforcement
requirsments that support procticol and robust dote collection and anolysis
practices. The Poseidon Principles olso estoblish tronsporency requirements for
Signotories.

These requirements ore stated in the boxes gt the top of each saction of the
guidance To follow, followed by ¢ more detoiled overview of whot these requirements
entoil. A generol timeline of the requiremeants for Signotories is in Figure 1.

Dase doto hacumes
available thyough MO

DO Signatorics will Signgtory publishes cimote
collsct data from RO o9y alighmend inrelsvant

alipownss i instiiutional reports

May Nov. 30 Bec. 31
June

L

storting 2nd colendar yeor
sfter becoming o Signatory

Timeline for Signatories of the Poseidon Principles

10
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The Poseidon Principles are consistent with the IMO's ambition for GHE emissions
from interngtionad shipping to peak 0s soon 0s possible ondto reduce the totol onnual
GHG smissions by ot legst 50% by 2050 compored 1020083

it is recognized that some Signatories may choose 1o both fulfil their obligations
under the Possidon Principles as well 0s go beyond those obligotions. Soms
Signotories may choose to do this is through assessing their portfolios relative
to the Paris Agresment’s well-below 2°C cbjectives, which require g steeper
decarbonization frojectory.

itis recommended that, where possible, these odditional efforts rely on the
gssassment, accountability, snforcement, ond fronsporency procticas sstoblished
by the Poseidan Principles fo ensurs that these further efforts are robust in their
dermonstrotion of industry leadership.

3 M0, {2018]. Resolution MEPC.304 (72 [odopted on 13 April 2018], Initial IMO strategy on
reduction of GHG emissions from ships, IMO doc MEPC 72/17/Add. 1, Annex 11
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Signatories will, on on annuol bosis, measure the carbon

intensity and assess climate alignment [corbon intensity
relative to estoblished decarbonization trajectories] of their
shipping portfolios. This requirement tokes effect for each
Signatery in the following colendor year after the colendar year
in which it became g Signatory.
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This section providses step-by-step guidance for measuring the climate olignmeant of
financiol institutions’ shipping portfolios. The guidance is fromed in the context of
the existing M0 environmentol regulotions and climote agreaments. It is informed
by recommendotions made by the COP the TCFD, and the Science Bosed Torgets
initiotive,

Shipping’s governing body, the IMU, approved an Initiol GHE Strategy

{“the Initigl Strotegy”] in April 2018 to reduce GHG emissions generated by shipping
achivity, which represents o significant shift in climate ambition for g sector thot
currently accounts for 2%-3% of globol carbon dioxide smissions. This Initidl
Strategy sets out the following levels of ombition:

1. Toreduce the totgl onnuol GHG emissions by of leost 50% by 2050
compored 1o 2008 ["the IM0 Absolute Torget”). Ses Figure 2.

2. Toreduce CO, emissions per tronsport work by ot lsost 40% by 2030,
pursuing efforts towards 70% by 2050 compored to 2008 ["the IMD
intensity Targets”]. See Figurs 3.

1406

Business as Usual

1200

M0 2050 (50%)

1000 70% C0:2 Raduction
BOG 100% C Reduction
800
400
200

2020 20440 2080 2080 2100

Global flset’s CO_ torgets and trajectories under IMO targets
{miliion tonnes of CO,)

The IMO Absolute Torget con be converted into o relative [corbon intensity] torget.
Figure 3 shows thres possibis intensity trajectories consistent with the Initial
Strofegy compared 1o the pothwoy drown using the IMO Intensity Targets. The IMO
intensity Torgets lie significontlyobove the other pothwaoys consistent with the IMO
AbsoluteTorget.

13
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Business gs Usuai

M0 50% €0, by 2050

IMC CO, Infensity targets

70% €32 Reduction

100% CO: Reduction

2020 2040 2080 2080 2100

Giobal fleet’s carbon intensity targets and trajectories
fgrams of £0, per tonne-nouticol mile [gC0, /iam])

There is some misolignment between the MO Absolute Torget ond the IMO Infensity
Torgsts:

1. The IMO intensity Turgets were sef prior 10 the determination of the IMO
Abisolute Target. Depending on future demand for shipping services,
the IMO Absolute Torget ond IMO Intensity Targets maoy or may not align.
Alignment is unlikely, however.

2. Thewording of tha IMO Initial Strategy does not state that meeting the (MO
intensity Targets ensures complionce with the IMO Absoluts Torgst.

3. 11is expscted thot the IMO will updote the MO Intensity Targsts to better
align with the IMO Absolute Target af the forthcoming review process for
the IMO's Initial GHG Strotegy.

For these reasons, and 10 enable alignment with climote goals {both IMO and Poris
Agreemant] the Poseidon Principles will be linked to the IMO Absolute Torget.

14
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Both absolute and intensity-level meosurements of CO, emissions are useful for
meeting the MO levels of ombition, and both measurements are recommended by
other initiotives like the COP. Absolute emissions ars importont as they represent

the total emissions figure thot will ultimaotely need fo be reducead fo mitigote

climote change. However, an obsolute smissions meosure is not well-suited o the
management or comparison of emissions/decarbonization ot the level of individuo!
vessels or o group of vessels becouse vesseals hove different production units ond
need to be compored on ¢ like-for-like bosis, For this reason, o relotive intensity-level
metric will be used in the Possidon Principles.

i shipping, corbon infensity represents the total operotionol emissions genserated
to sotisfy o supply of transport work {groms of C0, per tonne-nautical mile [gC0,/
). Corbon intensity is typically quontified for multiple voyoges over o period of
time {e.g., o year]. To provide the most accurote representation of o vessel's climate
impaoct, the corbon infensity of o vessel should be measured from s performonce
in real operating conditions instead of using o design specification metric {e.g., the
Energy Efficiency Design index].

The selection of this single matric is guided by an ambition that the Poseidon
Principles use o corbon intensity metric which producss the closest megsure of
the vessel’s tfrue corbon intensity, while ensuring consistency with the policies aond
regulgtions of the IM0 and the IMO DCS regulation and associated guidelines,

The MO BCS defines the data thot the IMO hos mondated for shipowners 1o collect
and report per calendar veor. The IMO DCS is an amendment to MARPOL Annex

Vi which entered into force in Morch 2018, The IM0 DCS specifies the dofa to be
collected and reported for eoch calendor vear for ships which ore 5,000 gross
tonnage ond obove engoged on internotional trode:

I.  The amount of fuel consumption for sach type of fuel in metric tonnes
2. Distoncs travelisd

3. Hoursunderwoy
4

Technical characteristics of the ship including dasign deadweight

Figure 4 shows the implementotion schedule for the MO DCS. The first dota
collection period is for the calendor veor 2018, Prior to reporting fo the IMO, the

dota must be checked to be in occordance with the regulation by the relevant flog
stote or any organization duly recognized by it {on RO A Statement of Complionce
{“SoC7] will be issuad by tha relevant flag stote or RO no loter than 5 months from
the beginning of the following calendar year {8.g., for the colendar year 2019, it
would be issued by the end of Moy 2020} provided the dotg is in accordance with the
reguiation. The reported dofo is transferred fo the M0 Ship Fust Ol Dotabaose no loter
than one month ofter issuing ths relevant SoC.

18
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5, First report submitied
to figg Staltes

L Entry into
fnrce

7. Yerified dute
ransferred fo M0
datnbase

2. Preparaiion
Monitaring plans

4. Flrst moniivring
period

3. Aporovel of pluns

by flag Stotes
L &. Statement of

Somuplionce

The MO DCS implementation schedule

The doto reported to the IMO is anonymized ond confidential, ond therefore it connot
be gceessed from the MO by the Signatories. Howaver, becouse the regulafion
requirss that all shipowners annuotly collect ond report porometers relevant o the
colcuiation of corbon intensity, the administrotive burden ploced on shipownsrs is
mirirmized ond simplifies the gpplicotion of the Poseidon Principles.

The 1M DCS enobles the calculation of o carbon intensity metric known os the
Average Efficiency Ratio ["AER”], using the porometers of fuel consumption, distance
trovelled, ond design deadwsighttonnoge ["DWT L AER is reported in unit grams of
CO, pertonne-mile [gC0,/dwi-nm}:

deeed ]

> dwtD,

AER=

Egun

where {7 is the corbon emissions for voyoge | computed using the fuel consumption
and corbon foctor of each type of fuel, dwt is the design deodweight of the vessel,
and Ji is the distance travelled on voyage /. The AER is computed for all voyages
performed over o colendar year.

This metric is colculoted using on opproximation of the totol onnual fronsport work
performed by o ship, obtoined from its totol distance travelied ond DWT {in tonne
units]. It is recognized thot AER is less gccurote of estimoting o vessel's carbon
infensity than some other metrics [e.g., Energy Efficiency Operational Indicator
["EEQI"] because the actunl corgo carried by a ship is often less thon its maximum
capocity and mony ships {e.g., tankers and bulkers] operate with bollost voyoges
where for severgl voyages o vear they have no corgo,

Currently, doto collection on the mass of corgo corried on individual voyages is not
globaolly coltectad through the MO DCS or ovoilable globolly from publicly aecessible
doto sources to enable the colculation of EEQL Should the IMO amend the DCS
reguiation to include doto on maoss of corgo corried, or this doto becomes ovailoble
elsewhere ot oppropriate coverage ond aocuracy, the metric used to colculots
climate alignment under the Possidon Principles moy be odapted to reflect this,

13
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Vesssl carbon intensity con be colculotaed using doto provided by the shipowner

as collacted in the IMO DCSA This doto hos olready besn independently checked to
ensure complionce in aceordance with the IMO DCS but reguires the shipowner to
provide consent for the doto gs submitted fo the relevant flag state to be shored with
the Signatory, The Poseidon Principles require thot ol Signotories use this mathod
for colouloting corbon intensity.

There may be circumstances where i is not possible 1o goin access to the dota os
reported under the MO DCS from shipowners. Section 3.3.4 cutlines how this should
be addressed.

For the purposes of the Poseidon Principles, climaofe glignment is defined os the
degres to which o vessel, product, or portfolio’s corbon intensity is in ins with o
decarbonizotion frojectory thot meets the IMO ombition of reducing totol annuol GHG
emissions by gt least 0% by 2050 bosed on 2008 levels.

A decarbonization trojectory is a representotion of how mony grams of O, o single
ship con emit to move one fonne of goods one nautical mite (g0, /tnm] over o time
horizon {os shown in Figure 2 and Figure 31 The decarbonization trajectories rely on
o gssumptions:

«  Projections of tronsport demaond for different shipping sectors out o 20580,
including those avoiloble in the Third MO GHG Study.

«  Thetotal CO, shipping emissions permitted 1o be in-line with the IM0's
2050 forget,

While these trojectories will be drown and updoted with the lotest ovailoble reseorch
and will be aligned o or equol 1o the IMO’s projections, there gre uncertainties within
them becouse of the two assumptions noted above ®

To assess climote alignment of o single vessel, the vessel's annugl corbon intensity
is compared with the decorbonization trojectory for its respective ship type ond size
closs. To ossass climote glignment ot the product and portfolio level, the vessel
carbon intensities in goch product and the portfolio are aggregated. Section 2.5
discusses the method thot is used.

4 Ses Appendix 2
5 See Appendix 2

17
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Carbon ntensiiy Meosure

2010 2020 2030 2040 2080

Assessing slignment ab the vessel level

Iy Figure 5, each dot represents the annual carbon intensity of g vessel The blus
curve represents the decarbonization frgjectory. The gresn dots are oligned, and the
red dots are misalignad,

Climate olignment ot the vassel lsvel is the percentoge difference between avessel’s
carbon intensity ond the decorbonization trojectory at the some pointin fime, ITis
expressed as o {+/-] %. In mothematical terms, alignment ot time 1 is:

where x is the corbon intensity of vessel/ andr_is the required corbon intensity
forthe ship type and size closs for Hime period # multiplied by 100 o convertinio
percentage terms. A positive alignment score means o vesse! is misaligned {obove
the decarbonization frajectory], whereas o negative of Zero score meons g vessel is
aligned {on or below the decarbonization trojectory).

ED_004926A_00023837-00020
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Stondord decaorbonization trajectories will be produced by the Secretariot of the
Poseiden Principles bosed on ogresd and cleorly-stoted gssumptions. These will
be produced for ench ship type ond size closs and will be produced in o format thot
aHlows for simple weighting cogregotion. This is 1o ensure thot once the corbon
intensity of vessels is understood, it is simple ond proactical 1o understond climate
ghignment. This also ensures thot numbers ore comporable betwesn Signatories.

Appendix 3 describes the method used for establishing the target carbon intensity
for g given ship type and size closs in o given year, This is corried out by colculating
a decarhonization-consistent corbon intensity trojectory from 2012 out fo 2058, The
method is derived from M0 Secretariot commissioned dota sourees, both the Third
MO GHG Study and MO MEPC 88 Inf. 24 publication. Assumptions for formulating
the trojectory are also token from the Initiol Strotegy, including the use of 0 2008
boseline.

oduct and por

iy order to colculots portfolio climaote olignment, one must first colculate the climate
glignment of each vessel within the portfolio. Then, the climate olignment of the
portfolio con be colculoted.

Steps for calculoting climate alignment of the portfolio:

For each vessel in arelevant financial product, compaore the onnuol corbonintensity
of thot vessel with the required decarbonizotion volue®, The olignment delfa ot time
is given by Equation 2,

Computs the weighted overage of the vessel alignment deltas using the debt
outstanding’ of each vessel in the portfolio. Equation 3 below is the computation for
the portfolio alignment deltg, A

where w_is the vessel's debt outstonding as o shore of the totol debt outstonding
and Al is the vassel alignment, from Eguotion 2.

3 The required decarbonization value is the maximum carbon intensity EgCDE/mm} that g vessel
can achieve and still be aligned with the decarbonization trajectory. Itis taken from the decarbonization
frajectory that corresponds 1o the specific vessel's fype/class size.

7 3ee specific guidance for calculotions below, which gives a therough explanation of this ferm.

18
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Specific guidance for colculations:

irr generol, when lenders ore aggregating alignment scores to the portfolio
leval, the weighted average should be computed using the outstonding
loor omount on 31 December of the year for which climats olignment is
megsured.

it general, when lassors are oggregoting alignment scores o the portfolio
level, the weighted averoge should be computed using ocutstonding copitol
payments under the iease on 31 December of the yveor for which climaote
glignment is measured.

irr generol, when guarantors are oggregoting olignment scores to the
portfolio level, the weighted average should be computed using omount
outstonding under guaorantes on 31 December of the yeor for which climaots
glignment is measurad.

When colculating the climate glignment of products with guarantess, the
Poseidon Principles do not aftempt 1o avoid double counting. For exomple,
it on ECA guorontees o foon, it should bose climote alignment colculations
on the portion of that logn that it covers. The lender should disregard the
guorantee and base climote alignment calculations on the outstanding
loon amount on 31 December of the yeor, In their disclosures of their
portfolio climate alignment, Signotories are welcome 1o recognize thot
there may be some double counting in the cose of guorantees.

Where there may be multiple lenders involved in one fransaction, such
05 in g syndicated loan, an individuol Signotory should base climate
alignment colculotions on only its portion of that loan.

ED_004926A_00023837-00022
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Example:
Coleculoting olignment al the vessel and porifolio level

In this example, o Sigootory storfs meosuring ifs climate olignment in 2015,

Table | Hlustrotes o simple example of o portiolio with two products and shows

the alignment daeltas for ench vessel in the products and porttolio The oottinlin
glignment delto shown in Toble 2 is colouloted using o weighted overage occording
o Eguation 8 Weighting is opplisd ncoording to the debt ouistonding designoted to
soch vessel The portiolio is not climote oligned becouse i 18 on averoge 14% obove
the corbon infensity required for decarbonizotion,

a511340
8340635
gean7ag

4331517

Portfolic

Bariolin allgnment

21
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/e recognize the important role that classification
societies and other IMO-ROs play in providing
unbiased information in the industry and the
mandatory regulations established by the IMO for
the dota collection system for fuel oil consumption
from ships. We will rely on such entities and
mandatory regulations as explicitly identified

in the Technical Guidance for the provision of
informaotion used o ussess and reporton

climate alignment.

For each step in the assessment of climote alignment,
Signatories will rely exclusively on the doto types, dota sources,
and service providers identified in the Tachnical Guidonce,
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@

e will require that ongoing compliance with the
Poseidon Principles is made contractual in our new
Jusiness Activities using standardized covenant
clauses. We will contribute to the update and
addition of standardized clouses through

the annual review process.

Signotories will agree fo work with clients ond poriners 1o
covenant the provision of necessory information to culculote
carbon intensity and climote dlignment,
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This section is broken into four information flow steps. The intent of this ssction

is To give appropriote bockground ond cleorly demonstrate how informotion flows
between partiss. Spacific gccountobility requirements regording doto typss, doto
sources, and service providers gre stoted of each step. The enforcement requirement
of using o stondardized covenont clause is referencad, butthe clousa iself is
available from the Secretariol. The Poseidon Principles’ informaotion flow procsss
refies on doto thot shipowners are reguired o report to be in complionce with the IMO
DCS and accordingly be gronted o Sol by the RO os discussed in Section 2.1 The IMO
DCS requirements are seporote to, and pre-dote, the Possidon Principles.

Figure B providas an overview of the potentiol informuotion flow pothwoys, The
pathways are divided into "preferred pothwoys” and “ollowsd pothwoys” tracks,
Preferred pothwaoys ore those thot rely on IMO-ROs to mointoin doto veracity ongd
confidentiality.

For soke of clarity, once g Signotory has chosen either the preferred or ollowed
pathwoys frack, it moy choose any option available for thot step. For examgple, if o
Signotory chooses the dliowed pothwoys trock, it maoy chooss 1o use any of the three
avoilable options for steps 2 and 3.

Praferred Pathwaoys Track . Allowed Pathways Track

#
L
£
N

2 AER Culsulmtion &
Vegsel Alignment
Caioulaiion

4 Riselasure

information flow pothway fracks
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3.3.1 Step l: Sourcing vessel IMO DCS data

Praferrad Pothwaoys Track . Allowed Pathways Track

&
N
i
X

Data sourcing

Step 1reguires the sourcing of IMD DUS doto ond Sol for the colculotion of AER it is
perrissible 1o source doto from the RO upon the consent of the shipowner or directly
from the shipowner. As Figure 7 indicalss, sourcing doto from an RO is preferoble
while sourcing doto from the shipowner is ollowed.

Figure 8 demonstrates how the Poseidon Principies interact with pre-sxisting
reguirements under the IMO DCS. Under IMO DCS reguirerments, the shipowner
provides the specified doto o the RO, The RO checks and verifies the datois in
geeordonce with MO regulotion, issues o Sol 1o the shipowner and then submits the
data to the IMQ Ship Fuel O Consumption Dotobose.

M0 BOS
4 ™y
MO DCs
Databuse Method 1
Shipowner gives
sonsent for RE
., o shave the datg
S:g]g;:;:ner as submitted to
5 ]
b RO iMD B 8ol
AN
mm",% F
RO issuss Method Lo
SQCM i Signatory to inform Methad 2:
705 of the ships (MO Shipowner gives data
numbers for which {os submitied o 1M0]
the dota is required & SoC 1o Signatory
N JE

Methods for sourcing vessel IMO DCS data

28

ED_004926A_00023837-00028



Permissible informotion flow methods:

Maethod 1 [oreferred pathwaoyl RO{s! provide dato and SoC fo Signofory
Note thot consent for the RO to shore IMO DCS doto with the Signofory is given
through the standard covenant clouse.

Method 2 [ollowed pothwaoyl: Shipownerls] provide doto and SoC to Signotory

The Signatory requests the shipowner provide the doto os submitted to the IMO DCS
and the SoC. Signotories are advisad to ask shipownsrs for dota “os it wos submitted
to the MO to reduce risk of error,

Special guidonce forfronsactions with multinie lenders:

Where there moy be multiple lenders involved in one fransoction, such os in

o syndicoted loan, i remaoinsg the responsibility of the Signatory 1o collect the
appropriote informaotion from an RO or the shipowner. However, it is both allowed
and encouraged that Signotories should work fo reduce administrotive burden by
collaborating where possible. For example, if multiple Signotories are sourcing dotfo
from o shipowner and or RO, it is in thelr interest and ths intersst of the shipowner or
RO 1o coordinate their dota requests.

How to meet the reguirements;
1. MO DCS doto must be sourced from an RO or from the shipowner,

2. MO DCS data moy only be ussed i it is gocomponied by on SoC
provided by an R(,
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3.3.2 Step 2: Calculating vessel carbon infensity and climate olignment

Preferved Pathways Trock . Allowed Pothways Track

2. AER Culoulghion
% Vessel Aignment
Calauldation

Vessel alignment coloulotion

Step 2 requires the colculation of vessels’ corbon intensity using the IMO DCS doto
and the colculotion of vessels’ glignment with decorbonization trojectories. There
are three methods for undertoking thess colocuiotions, The first method is relevant
only 1o the preferred pathways track, while the lotter two are relevont to the gllowed
pathways track.

AER is used os the corbon intensity metric and is defailed in Section 2.1, ond the
M0 DCS doto used for colculoting AER is also detailed in Section 2.1, Stondard
decarbonizotion trojectories for gach ship type ond size closs ore produced
spacifically for the purposes of the Possidon Principles so thot ail colculations

are made in the some woy.® These are gvailable through the Poseidon Principles
Secretoriot. Figure 10 demonstrotes the necessary informaotion, whers to source i,
and who con perform colculotions,

Praferrad Pothwaoys Trock allowsd Pathwaoys Trock

Source Data Source Dola

from RO from Signatory
IMODES datn MODOS datg

{Continues IReceived from
from step ] shipowrer]

Methods for caleulating carbon infensity and vessel
climaie alignment

g Ses guidonee in Section 2.4 and Appendix 3 for further clarification on the provision
of trajectories.
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Permissible methods for colculgtion

Method 1 [oreferred pathwaoyl RO colculates vessel carbon infensity ond climaote
glignment on behalf of the Signatory.

1. The RO will source the stondard decorbonization trajectoriss from the
Secretarial.

2. The RO colculotes vessel corbon intensity and climote alignment on beholf
of the Signatory using the verified dota from the IMODCS.

3. The RO provides the Signatory with the corbon intensity [AER] of the
vessel{s] ond the decarbonization delta for the vessealls], the IMO DCS dato,
and the Sel.

Method 2 [ollowed pothwoyl: Signatory uses dato provided by shipowneris] to moke
vessel carbon intensity and climaote dlignment caolculotions internolly.

1. Usingthe verified IMO DCS doto os submitted to the flog stote provided by
the shipowner and the stondard decarbonizotion frojectories, the Signatory
calculates corbon intensity and climote alignment of the vessells].

Method 3 [ollowed pothwayl: After receiving doto from shipowners, Signatory
outsources carbon intensity and climate alignmant colculations fo an RO or another
third porty ¥

i. Afterselecting an RO or another third porty in gcoordonce with
accountobility requirements below, the Signotory should send the verified
MO DICS doto, 5o, and the standord decorbonizotion frojectoriss fo thot
party.

2. The RO or other third porty coloulotes vessel corbon intensity and climuote
ghignment on beholf of the Signotory using the verified dato from the MO
nes.

2. The RO or other third porty provides the Signatory with the corbon intensity
[AER] ofthe vesselfs] and the decorbonization delto for thevessels].

How to meet the renuirements

«  Yessel corbon intensity ond climate alignment colculations must rely solely
on verified IMO DCS dato {i.e., dota forwhich a SoC hos been issued] ond
standard decarbonization frajectories provided by the Poseidon Principles
Seoretoriof,

= Vesgsel corbon intensity ond climate alignment caloulations con be
performed by Signotories, ROs, or other independent third parties {i.e. those
that are not ROs).

in if o third party other than an RO is used, thot third party must be regarded as independent
and hove no shipbroking of commercial vessel inferests.
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3.3.3 Step 3: Calculating climate olignment of portfolio

Preferred Pothways Track . . Allowed Pathways Track

S

Portfolio alignment calculation

Step 3 requires the coloulation of portfolio climaote olignment using the vessel
clirmate alignment doto from step 2 ond Signotories’ loan book data [Le., dabt
outstanding). There are two methods for undertaking this coloulation. Methods 1 and
Z arg applicable in both the preferred pothwoys ond ollowsd pathways tracks, This is
dus 1o the sensitivity of loan book dotg®

Figure 12 demonstrotes which doto is necessory ond who con perform the
caloulations.

Source Data from Segnutory

Yessel climate alignment
{fram sten 21
Loadbaok

l

Methods for caloulating portfolio climate alignment

1k For o full colculation methodology, see Section 2.5 of the Technical Guidancs.
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Permissible colculotion methods

Method 1 [oreferred and allowed pothwaysl: Signatory performs portfolio climate
alignment calculotions internally.

1. Usingvessel climate glignment dota from step 2, Signotory underfokes
climate alignmeant calculotions internaliy,

Method 2 [preferred ond ollowed pathways): Signotory outsources portfolio climate
glignment colculations fo an RO or gnother independent third party,

1. After selecting on RO or onother independent third porty in occordoncs
with ageoountobility requirements below, the Signotory should send climate
atignment and loon book doto for ol vessels within the scope of the
Poseidon Principles to that porty.

2. The RO or other indspendent third porty colculotes the Signatory's portfolio
climate olignment using climate olignment and loan book dota for all
vessals within the scope of the Possidon Principles.

3. The RO or other independent third porty provides the Signatory with its
portfolio climote glignment score.

How fo meet the requirements

1. Vesszel corbon intensity and climate alignmeant calculations must rely solely
on verified IMO DCS dota [Le., doto for which an Sol has besn issued] and
stondard decorbonization trajsctories provided by the Possidon Principles
Secrsetariah

2. Portfolio climate olignment colculotion coan be performed by Signotories,
ROs, or other independent third porties [j.e., those that ore not ROs).

3. The Signotory should provide the following information o the Secrstariotin
ling with the requirements identified in Section 4: Transporency.
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3.3.4 Step 4: Disclosure

Prafarrad Pothways Track . Allowsd Pothways Track

4. Disclacyre

Uisclosurs

Step 4 sstoblishes disclosure requirements thot will serve as o gquality control
mechonism. The information gutlined helow will be submitted 1o the Secretoriot
and moade available only o Signatories with the intent of informing the actions

of the Steering Committee. Information submitted under these requiramsants will
not he made public. This is intended 1o estoblish o quality control mechonism for
Signotories while also ensuring that information thot may be regorded os sensitive
by some Signotories is not publicly disclosed. There is one method, whichis
applicable 1o both the preferred and ollowed pothway tracks.

Svurce Dty
from Signatery

Information from
slepsd 2,63

!

Method for disclosure
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Method [nreferred and allowed pathwaysh Signotory prepores disclosures and
submits fo Secretoriat.

1. ifthe Signotory is unabis to collect dota for soms portion of ifs portfolio,
the Signatory should colculate the percentoge of its eligible shipping
perifolio for which it cannot report. When colculoting this percentags, the
Signotory should rely on the methodology outlined in Section 2.5.

£, The Signotory should colculote the percentoges of its portfolio for which
it used preferrad and ollowed pothwoy frocks, When colculoting thess
percentugss, the Signotory should rely on the methodology outlinaed in
Section 2.5. The Signotory should also list the nomaes of providers [i.e, RO
or third party] it used, if any, 1o complete steps 1, 2, and 3 {i.e., those steps
identifiad in Sections 3.3.1-3.3.3..

3. The Signotory should provide the following information to the Secretorioh
percentage of eligible shipping portfolio non-reporting, percentoges of
portfolio for which preferred and allowed pothwoy trocks were used, ond o
list the nomes of providers it used, if any, 1o complete steps 1, 2, ond 3.

How to meet the reguirements

The Signotory should provide the following informaotion to the Secretforiot inline
with Transparency requirements identified in Saction 4: percentags of eligible
shipping portfolio non-reporting, percentoges of the portfolio forwhich preferred and
aliowed pothwaoy tracks were used, ond o listthe nomes of providers it used, if ony, o
complete steps 1, 2, and 3.

Example: Meeling disclosure requirements

In this excumple, o Sigootory successfully completes the assessment of s portfolin
climaote glignment I addition to reporting i portfolio climote alignment score 1o
the Secretoriol i olso renorts the following information, which is demonsiraied in
Toble 3 below: percentoge of eligible shinping porifolio non teporting, percentnge
of portiolio for which preferred and ollowsd pothwoy trocks were used, ond o list the
names of providers it used, fony to complete gteps 1,2 ond 3 The informotion in
Table 3 {s not mode public by the Secretariod

Used RO_S," :CIGSS.“IITW?UHO‘H STD\CieW A N/A - data ooliscted from shipownsr

clussificaiion society Y

Hoad Bow o aloasifingion conlain y
classificttinnsnieiv v

NiA - mode coloulniiong internally

Used Third Party - company name Z Used Third Parly - company name 2

Exiominle nf dizelng i feniirement aihiniocing
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Key to supporting the accurate asssssment of olimote glignment and to creating
an eguol burden on ol Signatories is an enforcemeant mechanism that ensures thot
the appropricte doto ond informaotion are provided by shipowners fo Signotories,
the appropricte consents are given for the sharing of doto, the dotois shared,

and oppropriote privooy protections gre estoblished. The mechanism agreed for
the Poseidon Principles is o stondard covenant clouse. The proformao clouss and
supporting definitions ore ovailoble from the Secretoriot

How to meet the renuirements

in all new Business Activities thot ore finalized after o fingnciol institution becomes a
Signatory to the Posetdon Principles, the Signotory will use ifs best efforts to include
the Definitions and Covenant wording set cut in the covenant clause in the relevant
doecumentation.
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Thissection statas thereauirerments for the Transporency
principle and provides the expectotions and intent of ench
requirement B also provides on outline of the Himeline for the
participotion in und complionce with the Poseidon Principles.

We will publicly acknowledge that we are o
Signatory of the Poseidon Principles and we

will publish the results of our assessment of the
climate alignment of our Business Activities at the

porifolio level in line with the Technical Guidance
i

on an annual bosis.

Upon becoming o Signotory, the Signatory will publicly
geknowledge that i1 s o Signotory of the Poseidon
Principles.

{n an ennual basis, each Signatory will report the overgll
climute glignmant of its shipping portfolio and supporting
information os per Accountability requirements fothe
Secretariat no loter than 30 November. This requirement
takes effect for soch Signotory inthe colendoryeor ofter
the colendaryear inwhich it became o Signatory.

On an ennual basis, each Signatory will publish the overall
climate glignment of its shipping portfolio in relevont
institutionol reports on o timeline thot is appropriots for
thot Signatory. This requirement takes effect foreach
Signotory in the colendor yveor ofter the colendar year in
which it became a Signatory,
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Beguirement 1

Upon hecoming o Signatory, that Signatory will
publicly nolnowiedar Hind It is o Signotory of the
Paseidon Principles.

Requirement 2 Publicetion by Poseidon

On an annudd basds, sgoh Slgnotery will report the Pﬁnmp fes Secretariot

overail climuote alignrmend of ity shipping portiolio The Secratoriat will coliest reporied

Signotory 3 Wdsuppoitinginfornalionosperthe —3  submissions from ol eligible
Accountobility requirerments o the Seorstorici no Signotorias, By 31 Decnmber
foter thun 30 Novermber. This requirement fokas (s;';nueiiy, the Secrstariat will publish
uffect for soch Bignalory in the colsndar veni oftsy sl climass afignmant sootas o
ihe colendo yeor in which it becuime o Bignaiory, www prssidonorinsinins org

Reguirement 3

On an arwug bosis, soch Signatory will publish the
averoll climate lignment of its shipping portiolioin
relevant ingtitotionol reports on atimaline thot us
spprominte for thot Signatory,

infarmation flow for fransparency requirements

Figure 1b demonstrates the information flow for each Transporency reguirement,
Below, expactations ond intent of such Transporency requirement are further
clorified,

How fo meet the requirements

1. Theexpectations of Tronsporency requirement 1 are thot o Signatory
should moke publicly known thot it is o Signatory 1o the Poseidon
Principles in o monner thot is suitable for its orgonization. The intent of
this requirement is to simply ensurs oworeness of the Possidon Principles
and to ensure thot it is cleor which orgonizations are Signotories without
cregting any significont burden to them.

2. The expectations of Tronsporency requirement 2 are thot o Signatory
should report olf required informotion fo the Poseidon Principles
Ssoretarial {chimate olignment of porifolio and supporting information os
per Accourtability requirements) in o timely manner in occordonce with the
Assessment, Accountability ond Enforcement, and Transparency Technicol
Guidonce, The infent of this requirement is 1o ensure that occurote
information can be published by the Poseidon Principles Secretariotto
www.poseidonprincipies.org in o timely maonner. The required reporting
timeline is infended to cregte os little burden os possible o Signatories,

3. The expectotions of Transparency requiremeant 3 ore that o Signotory
should identify relevant institutional reports and ensure thot the climaote
alignment of its shipping portfolio is included in them. Due to different
institutional timalines, no specific expectations have besan sat for
when reports including portfolio climote olignment scores should be
published. The intent of this reguirement is not 1o specify precisely where
this informaotion should be published or creote g significont burden for
Signatories. Insteod, it is intended to ensure aworeness of the Poseidon
Principles ond their approach.
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Exambple: Transporency

In this exormple, alender becomes o Signotory of the Poseidon Principles
in November 2019

Reguirement 1: Lender issues o press releose announcing that ifis o
Poseidon Principles Signotory in November 20149,

Requirement 2 Prior fo 30 Novernber 2020 1he Sianotory subimils s
oortiolip climate olignment score [for 2019] and supporting Informintion
05 per the Accourdubility requirements, The Signodory hos o score of
+4% indicaling thot it is «4% nbove the decarbonization frajectony

Requirement 3 [he Signotory includes s portfolio climote alignment
score in s onnuol sustainohility report.

Publication by Poseldon Principles Secretariot: 41l eligible Signotories
2018 climate plionment scores will be published online prior 1o
31 December 2020,
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fnstitutions wishing o become o Signatory of the Poseidon Principles must adhere o
the following procsss:

1. Using the stondord declorotion ond Signatory applicotion provided by the
Secretariol, o fAinonciol institution wishing to becoms o Signotory must
complete ond send both documents to the Secretforiol.

£. Thefinonciol institution must complete and submif the Poseidon Principles
Seif-Assesament to the Secretorio! within five [3] months of becoming o

Signatory.
Step 2
Stepl . .
. , Prepare and submit the
Submit Standord Declarotion > Poseidon Principles Self-
and Signatory Application Assessment within 5 months

of becoming o Signotory

The Stondord Decloration is the formol commitment requirad of finonciol institutions
to become g Signotory.®2 Step one of the process, the Decloration, gnnounces the
intent of the fingncigl institution fo follow oll legally binding requirements of the
Principles. This meons thot the institution is prepored o toke the necessory steps
to comply with oli four Poseidon Principles, and hove this commitment and reloted
reporting made public.

iz The Standard Declaration is gvailable from the Secretariot.
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Along with the Stondard Declorotion, the finoncial institution wishing to become o
Signatory must also complete the Signotory Applicotion document.” This document
outlines who is responsible for contoct, reporting, inveicing, ond other nacessary
functions to implement and maintoin the Poseidon Principles within the financiol
institution.

Upon becoming o Signatory, sach Signotory has five [5] months to complete this
Self-Assessment and rafurn it to the Poseidon Principles Secretoriat.¥ The purpose
of this is to ensure that egch Signatory has made appropriote arrongeaments o

fulfil its obligotions under the Poseidon Principles ond identified any chollenges 1o
deing s0. The Self-Assessment is os brief as possible to reduce the gdministrative
burden, while still addressing the core responsibilities of Signotories to the Poseidon
Principles.

The guestions focus on ensuring thot Signotories ore oware of timelines and
obligations under the Poseidon Principles, hove engoged internal stokeholders, hove
engoged clients, and have o plan for engoging the necessary service providers 1o
compiete their climote olignment ossessment.

13 The Signatory Application is available from the Ssoratariaf.
14 The Self-Assessment guestions are gvailable from the Secretarial.
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Public
seknswladgement of
nutory status

Submit
self-osseasment

5 months

e
7

Timeline for Signatories of the Poseidon Principles

Figure 15 detoils the steps fo becoming o Signotory.

The Poseidon Principlss aim 1o be easily implementable and achisvable for eoch
Signatory. To these ends, the Timetable for Implementotion in Figure 1 assists the
Self-Agsessment so that Signatories know when there ore importont deodlines for
glignment and reporting to comply with the Principles.

55 Governonce

information regording the founding of the Poseidon Principles Associotion, the
selection of the Steering Committes, ond the role of the Secretoriot con be found in
the Articles of Associotion ond Rules of Procedurs,
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Appendix

Appendix

Appendix

Definitions and aobbreviotions

Selecting o corbon intensity metric

46

47

Colculation of decorbonizotion trajectories 48

per ship type and size closs
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DEFINITIONS

AER means the Annuol Efficiency Ralio, o corbon intensity metric colculnted in gccordonce with
Equution | as sef out in Section 2.1 of the Technical Guidance,

Business Activity s defined o5 ony oredit product—including biloterol bops, syndicaied lbons,
club deols, and guorantess—ihot is secured by vessel mortgogels] or finonce leose secured
by title over vessells] and where thot vessel or those vesssls foll under the purview of the MO
DCS {i.e. vessels 5,000 gross fonnoge ond obove ond on interngtional voyoges). This scope
may be amended or exponded by Signotories in the future gs perthe onoual review process,

COPis the Corbon Disclosure Project o not-for-profit chority that runs o global disclosure
systam for investors, componies, cilies, stotes ond regions fo monoge thelr envitonmental
impacts.

DWT is design deadwsight tonnes, o mensure of how much weight o ship is designed 1o corry.
ECA is on Export Credit Agency.

EEQ! s the Energy Efficiency Dpergtiondl indicotor developed by the MO in order 1o ollow
shipowners to measure the Tusl efficiency of o ship in operation.

GHEG meons Gresnhouse Gos.

MO is the Internotional Maritime Orgonization, o speciolized agency of the United Notlons, and
the globol stondard-setting outhotity for the sofety, security and spvironmentol perforimonce
of internotional shinping.

MO DCS is the IMU's MARPOL Annex ¥l Dota Collection Systerm for Fusl Consumplion.

RO is on authorized orgonizotion thot performs stotutory rtequirernents on beholf of o vessel’s
flag state. While normally a Clossificotion Society, in the cose of the IMO RCS, independent
verifiers hove been authorized by some flag states,

Signotory is o finonciolinstitution or ECA that hos sent o formol declorotion fo the Global
Moritime Forum, hos bod thot declorgtion accepted, ond hos hod thot declarotion onnounced.

So is 0 Stotement of Complionce issusd by o flog stote or on B 1o the owner of o relevant
vessel confirming its complionce with the IMO DCS,

TCFD is the Tosk Force on Climuote-reloted Finonciad Disclosure, utosk force set up 1o develnp
recommendotions for voluntory climaote-related Bnonciol disclosures thot provide useful
informaotion to lenders, insurers, ond invesiors,

TEU meons Twenty-foot Equivalent Unit, o unit of corgo copacity often used to describe the
copuacity of contoiner ships.

THM refers o tonne-nouticol mile
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There gre g number of different corbon intensity metrics thot hove been proposed
both in MO discussions ond in the privote sactor, but no single metric on oparotional
corbon intensily has been mondaied by the IMO or used 1o dafine the carbon
intensity gool in the MO Initio! Strotegy. There ore only suggestions mode inthe
guidelines,

Corbon infensity meosures considersed for the Poseidon Principles ore the Energy
Efficiency Operational Indicgtor [EEQ!] ond the Annual Efficiency Ratio [AER] which
gre two mensures developed by, or being proposed to, the IMO. The following provides
g summaory of their differences:

The Energy Efficiency Dperctiono! Indicotor {EEDH)

g. This requires information including the CO, smissions, the distances
soiled whilst doing tronsport work, and the amount of cargo {or
pussengers or gross tonnnge) sorried,

The EED! produces the closest mensure of the vessel’s true corbon
infensity.

Annual Efficiency Ratio [AER)

o, AER s similorin form to BEEO but uses on approximation of coigo
carried by utilizing the vessel's designed deodweight [or Twenty-foot
Equivalent Unit [TEU] or passenger or gross fonnage) copacity in
ploce of aotuol corgo corred ond ossumes the vessel is continuously
corrying corgo.

Bacouse ships ore not olwoys fully utilized in terms of capocity ond
many ships (.9, tonkers and bulkers] operote with bollost voyages
whare for severol voynges a vaor they have no corgo, this maethod
typicolly underestimutes corbon intensity.

Different metiics ploce different reguirements on the doto thot is needed in thelr
colculgtion. To ensure consistency in opplication of the Principles ond snsure an
apples-to-apples compurison between the colculations con be mode by Signototies,
itis imporiont thot ol Signoiories opply the some single melric,

Reauires odditlonal data 1o be
collested {onrgo) thatis not
collectsd through the IMO DCS

Trie megsure of franspor work
included

Only fuel consumption and distance Not afrue megsure of fransport
salled nesd o be meosured waork. Assumes all vessels are

) ) sailing continuously loaded on
/"’\E‘Qned with {MO ail voyages

Compurison of EEDLva AER
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the following describes the method opplied for estoblishing the toiget corbon
infensity for o giver ship type and size closs in o given vepr This is cairied out by
colculgting o decorbonization- consistent carbon infensity trajectory from 2012 out
fo 2050, The method is derived from IMO Secretorot-commissionad dafa sources,
hoth the Third IMO GHG Study ond publicotion IMO MEPC BB Inf. 24 Assurmptions for
formuloting the frojectory ore glsn token frorm the Initiol IMO GHE Shiategy, including
the use of o 2008 hoseline,

Ship type ond size definitions:

Corbon infensities vary as o funchion of ship type ond size, os well 0s o ship's
technicol and opeiotional spacification. To enoble the corbon intensiiv of ships 1o

be compored to o peer group of ships of o similar type ond size, o clossificotion
system is opplied. The clossification system i token from the Third IMO GHG Study’®,
to snoble consistency with the IMO's process, Full detoils of the definitions con be
found in thot document. In the event thot the MO updotes the clossificotion system
used in future work, o decision on whetherio updole the clossificotion systerm usedin
the Poseidon Principles will betoken,

Estimating the ship type ond size specific corbon intensity:

Publication IMO MEPC 88 INE 24 commissioned by the MO secretoriol is on
addendum to the Third IMO GHG Study and contains o dotoset estimoting the corbon
infensities of individuolshio types ond sizes between 2010 ond 2012 The dotaset
currently provides the most up 1o dote source of (IMO-recognized informotion for

the colculotion of decarbonizotion trajectories, but s more recent dota becomes
ovailable [for example in the Fourth M0 GHEG Study], the frojectories con be updoted.

The mostrecentond the mostocourate dotain the publicotion s forthe venr 2012 ond
therefore this is used os the historical doto edge for subsequent steps of the method.

Estimaoting the carbon intensity improvement required across ol
ship types:

The overall [oll ship tvpe and size cotegories included os internotional shipping]
improvement requited in corbon intensity is colculoted from:

1. Apmojection of the foresesabls growth in CO, per tpnne-nauticol mils
ocross oll ship typses betwesn bosaling [2012] ond the torget veor (20501

2. Thetorget CO, emissions in 2050

15 Smith, TWE Jdolkanen, JP Anderson, BA Cotbelt JJ Fober Jd Honoyvama & Oleeffe B
Parker 8 Jdohonsson L Aldous L Rouccl € Traut M Etiinger 5 Nelissen B Lee DS No B Agrowsh
A Winebrake JJ Hoen M Chosworth 86 Pandey, A 2015 Toird IMQ Greenhouse Bos Study 2014
international Maritime Qrgonization, London, UK
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The projection of foresesoble growth is token from the Third IMO GHG Study
scenorio RCP 2.6 S5P2. This scenario is selected becouss it is most aligned with
decarbonization in the wider economy, ond most closely represents the rate pf GDP
ond trode growth thot hos been observed in recant yeors [betwesn 2012 and 2018],

The sgtimate of the farget CO, emissions in 2050 is token by opplying the IMO's initiol
Strotegy Objective 3 minimurm torget (ot Isast a 50% reduction], fo the (MO Initinl
Strategy's boseline year (2008] fotal CO, emissions [921M1], taken from the Third

M0 GHG Study, U should be noted thot os indicated by the ‘ot lsast” this currently
represents the minimum level of ambition ond tharafors the moxdimum obsolule
ermissions ond least ambitious oagregats carbon intensity The estimate of 2012
emissions is taken from the Third IMO GHEG Study,

Yalues for the total tronsport demand, totdd GO, emissions, and aggregate corbon
intensity in 2008, 2012 ond 2050 ore given in Table &,

Total transport dermand [million tannes) 42,000 48 000 159,000
Total €0, emissions [milllon tonnes) : 796 451

Estimated aggregate carbon intensity [gC0, ftnm)]

ransport demnnd. smissionz and corbon
intensity for internotional shipping

25.G

2C.C

5.0

Carbon intensity

jiexs)

5.0

[eR]
2008 2013 2018 2023 2028 2033 2038 2043 2048

Year

Global carbon intensily trojectory

Figure 17 pints the infensity values in Toble 5 ond o lineor trend line connecting them.
There ore mony different ossumptions thot could be opplied 10 specify the shaps of
the curve that defines the rote of carbon intensity reduction between 2012 and 2050,
However there is no strong justification for one or another. The chosen trojeciory
represents o gradunl ond consistent rote of improvement on overage ooss the
fleet: the assumption opplied here is for o constont improvement yeor-on-vear,
which is described by o stroight line between 2012 ond 2050
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The trojectory exceeds the IMO nitinl Strotegy Objective 2 infensily reduction values
of 40% [2030] ond 70% [2050], becouss it is derived to snsure ochieving the IMO
initiol Strotegy Objective 3 [the absolute emissions objsctive]. Meating Objective 3
ensures that ofl IMO Initind Strategy Objectives are nchieved,

Colculoting the torget corbon intensity, corrected to AER,
in o given yeor as o function of the ship type ond size class

The rote of reduction required per veor is relative 1o the lost historicol doto point
{2012). The trojectory is shown relative to 2012 carbon intensity lindexed 1o 2012
carbon intensityl in Figure 18,

Whils the trojsciory is presantsd for the Hime period 2012 10 2050, i 15 consistent
with the 2008 boseline yeor os specified in the MO Initinl Strotegy Obiectives gs the
end point is determined by o 50% reduction relative to the boseline, The formula for
the trojectory is given in Figure 18, ond ollows the index value to be calculoted for g
given vear. The index volue represents the required corbon intensity volue relotive to
the corbon intensity in 2012

€%

22012

€2

¢4

Carbon intensity indexed 1

¥ % -0.0210% + 45i08 &

.C
2010 2015 2020 2028 2030 2038 2040 2045 2080

Year

indexed decarhonization trajectory,
from 2012 to 2050

The index currently chosen for the Poseidon Brinciples is AER. This index is not
explicitly colculoted in the study presented in IMO MEPC 68 inf. 24 whichis
focused on the indicotor EEDL However, the study contains doto on both the EEOI
and the overoge utilizotion [both mass of corgo os o shore of dwt and number of
lond voyages relative 1o overall voyoges], broken down by ship type and size, The
utilizotion doto s therefore used to colculote AER from the medion EEQL

The AER trojectory value for o given yewr is calculoted in the following monnern:

1. Colculote corbon intensity index for the given vear
2. Multiply the corbon intensity index by the medion 2012 AER volue
The flest type and size category medion volues in 2012 ore included in Toble 8. The

AER trojectory values hove been colculated for the veors 2018, 2020, and 2021 and
included in Toble B
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Buik carrier
Ruik carier
Buik corrier
Fulk corrier
Bulk carrier
Sulk corrder
Chemical tonker
Chentic
Chemicai fonker
Chamicy!l fonkar
Contoiner
Container
Container
Confoiner
Container
Contolner
Corfainer
Contuiner
General cargo
Gensral cargo
Generni corg
Liguzfed g
Liguefied gas fanker
Liguehied gos anker
Oil tanker

Ol tarker

Oil fonker

Qil fanker

Oif tanker

Qil fonker

Oil fanker

Sil tonker

Orher Hguids tankers
Ferry ooy only
Feny pax only
Ciidoe

{ruise

fitioe

Cruise

Crubse
Ferry-RoFuy
FarryeBnbox
Refrigernted buik
Ro-Ra

Ro-Ro

Vehicle

Yehicle

5000059999
100000-198999
2008000~
3-4999
S000-89499
16060-199%9
20800+
3-989
1000-19598
2006-2988
3000-4823
5008-7888
Sogn-11990
12000-14500
14500+
0-4999
5009988
1g000-+
3-49599
50000-139389%
200000+
0-4999
S000-9998
1HI00-19%82
20000-58E4Y
50000-72849
agona-1igagy
120003-153389
200000
Q-+

Ulgdg
20004
gil0ag

2000

10000 59809
B8000-99888
T
4-1999
2000
G-1988
3-499¢
5300-+
Q-3889
4000+

20,50
17,84
13,20
1320
28,20
34,50
30,70
3044
18,30
18,80
70,00
48,20
38,40
2400
18,50
13.20
180
857
135,00
Isiidrd
24047684
25085078

1041358 %
14450848
82,20
F2inn
83,80
158,00
73.60

46
3.0
2.8
448
241
151
&2
2.4
i858
1Z2.8%
1352
9,84
847
5,87
587
3,65

2115

16297456
183 a6
22027439
1R9aes1R
1841356 8
BRI g
€168
26898
58,10
58,26
1742

w47
LGailas
21208397
2178868 0
13677406
1500R01 4
iBd80Le
l4ziseny
9886100
LARIGER S

3.8

4.8

a7

32

23

1020
ledidna
2108984 2
2liaras
183083114
ihdhnon s
lreiged 2

17048 7
LAagTeL
SHRAG7 R

12841883

Fleel tybe and size sbecific AER In 2012 and
tralectory values for 2018, 2020 and 2021
For Ferry-soy only, Cruise, and Ferry RoBay,
the dennmingior is gross onnoge [G7]

instead oftnm
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Continuously updating the frojectories
as further doto becomes gvailoble

Ouar the imascale thot the decarbonizotion rojectoties are estimated, o number of
the poragmeters that are used in thelr coloulotion moy chonge, These include;

= The MO moy modify the Dbjectives, including when the IMO revises iis
strotegy lexpected 2023] le.g., if the Dbisctives incraase in ombition, the
corbon infensity frajsctory will steepen].

o The Fourth IMO GHG Study lexpected 2020/2021] ond subsequent studies
moy updote or modify the estimotes of the historicol catbon intensity and
carbon intensity trends {e.g., if historicol estimotes ore revised upwards,
the corbon intensity obisctive will stespen]

= Tronsport demand growth mioy develop ditferentiy to the estimute used
here to calculate the corbon infensity trend consistent with 0 2050
absoluts GHEG objsctive [8.g., if dermond growth excesds the trend used in
these colculotions, the corbon intensity objective will steepen],

«  Demond growth moy develop ditferentiolly betwesn ship types ond
incrapse the demond for ships with different corbon intensity thon the
2012 flest [z g, if demuond modifies the fleet composition 1o increose the
shore of emissions by ships which hove higher corbon intensity, the corbon
intensity objective will steepen].

«  Utilizotion may differ from the volues estimoted for 2012, which will modify
the relotionship between AER ond EEO! ond meaon the climote gligniment
trajectory set using AER will need o be modified le.g., If utilizotion reduces
relative 1o 2012, the corbon intensity ohisctive will stespen].

While the decorbonizotion trujectory ond the ship tvpe ond size specific rpjeciory
volues hove been calcuioted using the best agvolloble dato, there ore g number of
foresaenble reasons why these values moy need 1o chonge In the future, For this
reoson, s proposad thot decorbonization trajeciorias nie raviewed syary Bive yvears,
opproximately consistent with the perindic release of new analysis [the MO GHE
Studies]. Any updote to the decorbonizotion trojestories should be opplied for future
climate glignment, not re-anolysis of historicdl climate olignment.
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The Poseidon Principles were developed in an effort speorheaded by global shipping
banks, leading industry plavers - ship owners, chartarers, and clossificotion
socigties - gs well os the Global Maritime Forum, Rocky Mountoin Institute, and
University College London Enargy Institute/UMAS.

Globel Moritime Forum

Johonnoh Christensen, Monoging Director, Head of Projects & Programmss
Louise Dobler, Project Monager

Elyse Lowsen, Project Assistont

Rocky Mountoin Institule
James Mitchall, Manogsr, Climats Finonce ond Industries Progroms
Botrick Molioy, Associote

University College Londen/UMAS
Triston Smith, Reader in Energy and Shipping, University College London
Sophie Parker, Principal Consultant, UMAS

Michael Parker, Global Industry Head, Shipping & Logistics, Citi [Chaoir]

Paul Toylor, Globol Heod of Shipping & Offshore, Sociéte Générale Corporote 5
investment Bonking (Vice Chair]

Kristin Holth, Executive Vice President, Global Heod of Oceon Industries, DNB
John Kornerup Bong, Head, Sustainability Strotegy ond Chief Advisor, Climaote
Change, AP Mpller-Mersk

George Wells, Globol Heod of Assets ond Structuring, Deeon Tronsportation, Corgill
Hugo De Stoop, Chief Executive Officer, Euronov

Gaorg Whist, Chief Executive Officer, Gram Cor Corriers
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Kotharing Palmer, Globol Sustainability Monoger, Maring & Offshore, Lloyd's Ragister
Chris Croddock, Monoger, Technicol Advisory & Ship Performaoncs, Lloyd's Register
Eliza Eubonk, Director ond Globot Head of Environmeantal ond Sociol Risk
Management, Citi

Hui Wen Chon, Vice President, Corporate Sustainability, Cin

Knut Oto Skotvedt, Senior Vice President, Lorge Corporates, Jceon Industries, DNB
Holger Apel, Manoging Director, Globol Heod Maritime industries, KIW IPEX-Bank
Rolond-Torsten Land, Dirgctor, KIW IPEX-Bank

Sebastion Fenk, Director Moritims Industries, KIW IPEX-Bank

Subine Lehmann, Vice President, Strotegy / Sustainability Monogement,
KIW IPEX-Bank

Yishnu Prokaosh, Principol Doto Scientist, Steno Bulk

Migel Thomaos, Choirmon & Partner, Wotson Forley and Willioms

Lindsay Keeble, Partner, Watson Forley and Willioms

Christing Howard, Poriner, Watson Forley and Willioms

Elnine Ashplont, Professional Support Lowyer, Wotson Forley ond Willioms
Sabring Chong, Trainge Solicitor, Watson Farley ond Willioms

Pater Appel, Choirmaon, Gorrissen Federspiel

Morten Berggreen, Atforney, Gorrissen Federspisl

Lourg Diring Krabbe, Assistant Attorney, Gorrissen Federspisl

Michoel Bgsted, Monoging Birsctor, Head of Operations, Globaol Maritime Forum
Torben Yemmelund, Heod of Communicotions, Global Maritime Forum
Ting Maver, Project Manoger, Global Morifims Forum
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